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U.S. Average Price per Gallon (2013 5)

What makes gasoline prices rise and fall?
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It’'s CRUDE.

Crude Qil's Share of the Cost of a Gallon of Gasoline in the U.S.
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Are we in a new, high price, high volatility market?
After 4 years near $100/bbl, oil prices dropped suddenly (again)

below S50/bbl in January 2015.

Current Dollars

Weekly Spot Prices for Crude Oil: 1/2/2004 to 2/13/2015
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Source: EIA, "Petroleum and Other Liquids: Spot Prices, http://www.eia.gov/dnav/pet/pet_pri_spt_s1 w.htm




1. Markets are less sensitive to price.
2. Outside OPEC, oil costs more to produce.
3. OPEC has a different strategy.

OPEC Market Share and World Qil Prices: 1965-2013
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Source: BP Statistical Review of World Energy 2014. " Qil Production - barrels™ and "Qil - crude oil prices since 1861".



Why would we expect future oil prices to be
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anything other than volatile?

World Crude Oil Prices Since 1940

Figure MT-4. North Sea Brent crude oil spot prices in
three cases, 1990-2040 (2012 dollars per barrel)
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Source: BP Statistical Review of World Energy 2014, workbook, "0il - Crude Prices Since 1861".



What are the implications for U.S. oil
dependence and alternative fuels?

Alternative fuel vs. petroleum cost comparisons
should be based on volatile future oil prices, not
current oil prices.

Oil dependence will continue to be a serious

economic, political and national security problem
for many years to come.

Substituting other sources of energy for
petroleum will reduce US oil dependence costs.

Reducing oil use continues to be an important
strategy for GHG mitigation.



THANK YOU.



